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Bill Summary: This proposal mandates that certain retirement plans shall be one hundred
percent funded in five years. 

FISCAL SUMMARY

ESTIMATED NET EFFECT ON GENERAL REVENUE FUND

FUND AFFECTED FY 2014 FY 2015 FY 2016

General Revenue $0 ($433,594,230) ($448,421,139)

Total Estimated 
Net Effect on 
General Revenue
Fund $0 ($433,594,230) ($448,421,139)

ESTIMATED NET EFFECT ON OTHER STATE FUNDS

FUND AFFECTED FY 2014 FY 2015 FY 2016

Road Fund ($220,012,605) ($220,012,605) ($220,012,605)

Other $0 ($130,078,269) ($134,526,342)

Total Estimated 
Net Effect on Other
State Funds ($220,012,605) ($350,090,874) ($354,538,947)

Numbers within parentheses: ( ) indicate costs or losses.
This fiscal note contains 14 pages.
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ESTIMATED NET EFFECT ON FEDERAL FUNDS

FUND AFFECTED FY 2014 FY 2015 FY 2016

Federal Funds $0 ($158,984,551) ($164,421,084)

Total Estimated
Net Effect on All
Federal Funds $0 ($158,984,551) ($164,421,084)

ESTIMATED NET EFFECT ON FULL TIME EQUIVALENT (FTE)

FUND AFFECTED FY 2014 FY 2015 FY 2016

Total Estimated
Net Effect on 
FTE 0 0 0

:  Estimated Total Net Effect on All funds expected to exceed $100,000 savings or (cost).

:  Estimated Net Effect on General Revenue Fund expected to exceed $100,000 (cost).

ESTIMATED NET EFFECT ON LOCAL FUNDS

FUND AFFECTED FY 2014 FY 2015 FY 2016

Local Government (Greater than
$1,938,621,741)

(Greater than
$1,811,074,501)

(Greater than
$1,814,980,072)
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file:///|//checkbox.wcm


L.R. No. 1807-01
Bill No. SB 475
Page 3 of 14
April 8, 2013

LO:LR:OD

FISCAL ANALYSIS

ASSUMPTION

Officials from the Police Retirement System of St. Louis assume this proposal would require
the funding of all accrued liabilities of the fifteen public pension systems noted in the language. 
The direct fiscal impact to the system would be to increase the sponsor’s contribution by
approximately $50 million each year for the next five years, which would not take into account
the required increases for the Fireman’s Retirement System of St. Louis.  The passage of this
proposal would consume more than one-quarter of all revenues for the City of St. Louis on
pension costs. 

Officials from MoDOT and Patrol Employees Retirement System (MPERS) provided a
report from their actuary which contains the results of a supplemental actuarial valuation of the
proposal.  The major provisions affecting MPERS that were considered, were: 

• Shortening the amortization period to ensure that the funded status reached 100% by June
30, 2018; 

• Freezing benefit accruals during any plan year where the funded status was below 80% at
the beginning of the plan year. 

The valuation was based upon data furnished by MPERS for the June 30, 2012 valuation. 
Actuarial methods and assumptions, except where otherwise noted, were the same as those used
in the last regular annual actuarial valuation as of June 30, 2012.  In particular: 

• The assumed rate of interest was 8.25%.
• The valuation method was the entry-age actuarial cost method.
• The amortization period was 12 years for unfunded retiree liabilities and 27 years for

unfunded active liability prior to the proposed change.
• Amortizations were calculated assuming payroll would increase 1.5% for each of the first

two years and 3.75% per year, thereafter.
• Price inflation is assumed to be 3.25% per year.



L.R. No. 1807-01
Bill No. SB 475
Page 4 of 14
April 8, 2013

LO:LR:OD

ASSUMPTION (continued)

A brief summary of the data used in this valuation is presented below. 

Active and Retiree

Employee Group Number
Covered

Payroll/Annual
Benefits

Average Age
(Years)

Average Service
(Years)

MoDot 5,115 $213,982,134 45.2 14.3

Civilian Patrol 1,128 42,605,045 44.7 12.3

Uniformed Patrol 1,215 72,705,989 39.6 14.4

Total: 7,458 $329,293,168 44.2 14.0

Retirees and

Beneficiaries

8,055 $201,906,768 70.1 N/A

This proposed legislation is silent on a number of issues that could affect the valuation. After
discussion with MPERS staff, our actuary, Gabriel Roeder Smith & Company (GRS) made
assumptions about those issues in order to evaluate the financial impact. Should the actual
implementation of this legislation differ from those assumptions (if passed), then the actual
financial impact may be different than shown herein. Those issues include: 

· The effective date of the legislation 
o GRS valued the proposed changes as if they became effective on July 1, 2012.

Given the lag between the valuation date and the contribution effective date, this
allows for a 5-year amortization (financing period) of the unfunded actuarial
accrued liabilities as of June 30, 2012. 

o The June 30, 2012 valuation determines the employer contribution rates for fiscal
year 2014.  These rates have already been adopted by the Board.  GRS assumed
that the fiscal year 2014 employer contributions would be changed if this
legislation passes.  If this is not the case, a shorter amortization and higher
contribution rates would be needed. 

· Method of financing 
o MPERS’ statute requires level percent of payroll financing, but is silent on the

actual amortization period to be used in each valuation.  GRS therefore believes
this would be set by Board policy. 
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ASSUMPTION (continued)

o GRS assumed that the amortization period would start at 5 years (in the 2012
valuation) and reduce 1 year in each future year (i.e., 5, 4, 3, 2, 1). 

o A different set of amortization periods in future valuations could be used and still
satisfy the proposed legislation’s requirement.  For example, the amortization
periods used in each valuation, beginning with the 2012 valuation could be 2, 3, 2,
4, 1 or 30, 30, 30, 30, 1 or any other combination of periods that ends with a 1-
year amortization in the June 30, 2017 valuation.  If the Board adopts any set of
amortization periods other than what was assumed (5, 4, 3, 2, 1), then the
financial effects will be different than shown herein. 

· Benefit freeze 
o Section 5 states: “When a statutory retirement plan funded ratio falls below eighty

percent, benefit accruals under the plan shall cease as of the valuation date for the
plan year.” GRS assumed that a statutory plan that starts under the 80% funding
level would have benefit accruals frozen immediately.  For purposes of this
valuation, GRS assumed the first plan year of the freeze would be FY2013 for
MPERS. 

o Based on a simplified projection, GRS determined that the benefit accruals will be
frozen for 3 years (FY2013, FY2014, and FY2015), using a 5 year closed
amortization period.  If a different pattern of amortization periods is selected by
the Board, the number of years the benefit freeze is expected to be in effect could
be different. 

o GRS assumed that the benefit freeze ends the year following attainment of an 80%
funded ratio.  However, this is not actually specified in the legislation. 

o The manner in which the benefit freeze is actually administered can affect the
reduction in liabilities as a result of the freeze.  GRS valued the freeze by freezing
FAP and service for the 3-year period following the valuation date. 
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ASSUMPTIONS (continued)
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ASSUMPTIONS (continued)

Based on the tables above, Oversight assumes the following to be the changes in employer
contributions annually for five years. Oversight also assumes this will change the Unfunded
Accrued Actuarial Liabilities (UAAL) annually. 

Civilian Patrol: 29,226,792
MoDot: 136,370,814
Uniformed Patrol: 54,414,999
Total: $220,012,605

Overall UAAL change: $137,502,592 (2014)

In addition, MPERS states that the administration of these provisions will require programming
of their pension administration system, which could incur a substantial cost. 

Officials from the Missouri State Employees’ Retirement System (MOSERS) assume that the
proposal would require the Missouri State Employees’ Plan and the Judicial Plan to achieve and
maintain a funded ratio of assets, as defined in Section 105.660 RSMo, equaling 100% by the
first plan year ending January 1, 2018. 
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ASSUMPTIONS (continued)

Below are the estimated changes in employer contributions, based on the actuarial report from
Gabriel Roeder Smith & Company (GRS).  

Missouri State Employees’ Plan: 

The shortening of the amortization period results in an increase in the projected employer
contribution rate of 32.08% in 2015 and 32.21% in 2016. 

Judicial Plan: 

The shortening of the amortization period results in an increase in the projected employer
contribution rate of 138.19% in 2015 and 138.78% in 2016. 

Oversight assumes the costs estimated by MOSERS would be distributed across state funds in
the following percentages; general revenue 60%, other state funds 18% and federal funds 22%.   

Officials from the Joint Committee on Public Retirement state that their review of the proposal
indicates that such legislation may constitute a “substantial proposal change” in future plan
benefits as defined in Section 105.660(10), RSMo.  It is impossible to accurately determine the
fiscal impact of this proposed legislation without an actuarial cost statement prepared. 
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ASSUMPTIONS (continued)

Officials from the Sheriffs’ Retirement System assume this proposal would require an
additional contribution of $350,000 each year through January 1, 2018 for the system to be 100%
funded. 

Officials from the Public School Retirement System of the City of St. Louis believes this
proposal constitutes a substantial proposed change in future benefits.  Due to lack of a cost
statement, the additional costs of the proposed legislation are currently unknown. 

Officials from the County Employees Retirement Fund (CERF) assume the proposal will
result in a cost to their foundation.  The 2014 amount of $101,112,000 will allow the fund to
reach a funded ration of 100% as of January 1, 2018.  The calculation of the 2014 amount is
based on the actuarial assumptions used in the most recent actuarial report, which is as of July 1,
2012. 

In addition, CERF states that part of their revenue supports a matching contribution to the CERF
defined contribution plan.  CERF revenues are predictable.  Therefore, the actuary is able to
design a pension benefit formula that can be supported by the expected revenues.  CERF
determines its revenue first and then determines the benefits.  Other plans first determine their
benefits, and then they depend on the taxpayers for the revenue. 

Officials from the Missouri Local Government Employees Retirement System assume that in
order to comply with the proposal they would be required to adjust all employer contributions to
assure 100% by June 30, 2018.  Current amortization periods range from 15 to 30 years per
section 70.730, RSMo.  Full funding by 2018 would require the following additional
contributions: approximately $261 million in 2014, approximately $270 million in 2015 and
approximately $280 million in 2016.  In addition, the shorter amortization periods indicated in
Section 105.686 RSMo introduces significant volatility in future employer contributions.  

Officials from the Kansas City Public School Retirement System (KCPSRS) assume that in
order to fulfill the requirements of the five year amortization period employer contributions
would need to be increased through statute to achieve the levels noted above.  The current
statutory employer contribution rate is 7.5%. 
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ASSUMPTIONS (continued)

They did provide estimates of increased employer contributions and contribution rates needed to
make the system 100% funded by 2018:

2013 - $57,773,433     Contribution rate - 36.75%
2014 - $59,159,741     Contribution rate - 37.09%
2015 - $64,724,501     Contribution rate - 39.78%
2016 - $75,630,072     Contribution rate - 45.43%
2017 - $82,636,374     Contribution rate - 48.44%

Oversight assumes, for fiscal note purposes, that the necessary statutory changes will be enacted
if this proposal becomes law.

Officials from the Public School and Education Employees Retirement System state that the
result of this proposal is a significant increase in annual cost over the next five years, followed by
an annual savings for the next 25 years.  An increase in contributions of approximately $1.467
billion in FY 2014, $1.426 billion in FY 2015, and $1.409 billion in FY 2016 is expected.

Oversight has received a response from nine of the fifteen retirement systems listed in the
proposal. 

Oversight will assume an unknown cost to the Kansas City Police Retirement System (3) & (4),
the Prosecuting Attorneys and Circuit Attorneys Retirement System (9), as well as the Firemen’s
Retirement System of St. Louis (13).

FISCAL IMPACT - State Government FY 2014
(10 Mo.)

FY 2015 FY 2016

GENERAL REVENUE FUND

Costs - MOSERS
  Increased employer contributions for   
Missouri State Employee Plan $0 ($392,066,182) ($405,464,627)

Costs - MOSERS
  Increased employer contributions for
Judicial Plan $0 ($41,528,048) ($42,956,512)

ESTIMATED NET EFFECT ON
GENERAL REVENUE FUND

$0 ($433,594,230) ($448,421,139)
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FISCAL IMPACT - State Government
(continued)

FY 2014
(10 Mo.)

FY 2015 FY 2016

ROAD FUND

Costs - MPERS
  Increased employer contributions ($220,012,605) ($220,012,605) ($220,012,605)

ESTIMATED NET EFFECT ON
ROAD FUND

($220,012,605) ($220,012,605) ($220,012,605)

FEDERAL FUNDS

Costs - MOSERS
  Increased employer contributions for   
Missouri State Employee Plan 

$0 ($143,757,600) ($148,670,363)

Costs - MOSERS
  Increased employer contributions for
Judicial Plan

$0 ($15,226,951) ($15,750,721)

ESTIMATED NET EFFECT ON
FEDERAL FUNDS

$0 ($158,984,551) ($164,421,084)

OTHER STATE FUNDS

Costs - MOSERS
  Increased employer contributions for   
Missouri State Employee Plan 

$0 ($117,619,854) ($121,639,388)

Costs - MOSERS
  Increased employer contributions for
Judicial Plan

$0 ($12,458,415) ($12,886,954)

ESTIMATED NET EFFECT ON
OTHER STATE FUNDS

$0 ($130,078,269) ($134,526,342)
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FISCAL IMPACT - Local
Government

FY 2014
(10 Mo.)

FY 2015 FY 2016

POLITICAL SUBDIVISIONS

Costs - St. Louis - STLPD Retirement
System (14) & Fireman’s (13) (Greater than (Greater than (Greater than
  Increased employer contributions $50,000,000) $50,000,000) $50,000,000)

Costs - Counties - Sheriffs’
Retirement System
  Increased employer contributions ($350,000) ($350,000) ($350,000)

Costs - Counties - CERF
  Increased employer contributions ($101,112,000) $0 $0

Costs - Municipalities - LAGERS
  Increased employer contributions ($261,000,000) ($270,000,000) ($280,000,000)

Costs - Kansas City - KCPSRS
  Increased employer contributions ($59,159,741) ($64,724,501) ($75,630,072)

Costs - School Districts - PSRS
  Increased employer contributions ($1,467,000,000) ($1,426,000,000) ($1,409,000,000)

Costs - St. Louis School District -
Increased employer contributions (15) (Unknown) (Unknown) (Unknown)

Costs - Kansas City - Police
Retirement System (3) & (4) -
increased employer contributions 

(Unknown) (Unknown) (Unknown)

Costs - Counties - Prosecuting
Attorneys and Circuit Attorney
retirement system (9) - increased
employer contributions 

(Unknown) (Unknown) (Unknown)

ESTIMATED NET EFFECT ON
POLITICAL SUBDIVISIONS

(Greater than
$1,938,621,741)

(Greater than
$1,811,074,501)

(Greater than
$1,814,980,072)
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FISCAL IMPACT - Small Business

No direct fiscal impact to small businesses would be expected as a result of this proposal.

FISCAL DESCRIPTION

This proposal provides that certain retirement plans shall be one hundred percent funded in five
years.  If the specified plans do not maintain a hundred percent funded ratio then the plans cannot
adjust or increase benefits.  The proposal also states that when a plan falls below eighty percent
then benefit accruals shall cease. 

When the annual plan investment rate of return falls below zero percent then neither the plan,
governing body, nor plan employees shall be held civilly liable for the loss of funds or failure to
maintain the one hundred percent funded ratio. 

This legislation is not federally mandated, would not duplicate any other program and would not
require additional capital improvements or rental space.

SOURCES OF INFORMATION

Joint Committee on Public Retirement
County Employees Retirement Fund
Missouri State Employees Retirement System
Missouri Local Government Employees Retirement System
MoDOT and Patrol Employees Retirement System
St. Louis Police Retirement System
Public School Retirement System of St. Louis
Kansas City Public School Retirement System
Public School and Education Employees Retirement System 

Ross Strope
Acting Director
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